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served in a unit will be based on the
formula ((2 x No. of Bedrooms) minus
1), which yields the average number of
people that would be served. An effi-
ciency unit will be counted as a one
bedroom unit for purposes of this cal-
culation.

(2) An exception to paragraph (d)(1)
of this section is made when an HA
combines two efficiency units into a
one-bedroom unit. In these cases, the
AEL for the requested year shall be
multiplied by the number of unit
months not included in the requested
year’s unit months available as a re-
sult of these combinations that have
occurred since the Base Year.

(e) Funding for Resident Council ex-
penses. In accordance with the provi-
sions of 24 CFR part 964 and procedures
determined by HUD, each HA shall in-
clude in the operating subsidy eligi-
bility calculation, $25 per unit per year
(subject to appropriations) for each
unit represented by a duly elected resi-
dent council in support of the duly
elected resident council’s activities. Of
this amount, $15 per unit per year shall
fund resident participation activities
of the duly elected resident council
and/or jurisdiction-wide councils, in-
cluding but not limited to stipends.
Ten dollars per unit per year shall fund
HA costs incurred in carrying out resi-
dent participation activities.

(f) Funding for Resident Council office
space. If there is no community or rent-
al space available, and HUD has ap-
proved the use of a vacant rental unit
for Resident Council office space, the
unit will be eligible for operating sub-
sidy (subject to appropriations) at the
rate of the AEL for the number of
months the unit is devoted to such use.

(Approved by the Office of Management and
Budget under control number 2577–0125)

[41 FR 55676, Dec. 21, 1976; 42 FR 18064, Apr. 5,
1977. Redesignated at 49 FR 6714, Feb. 23,
1984, and amended at 50 FR 25958, June 24,
1985; 52 FR 29361, Aug. 6, 1987; 56 FR 46362,
Sept. 11, 1991; 57 FR 2679, Jan. 23, 1992; 59 FR
33655, June 30, 1994; 59 FR 43644, Aug. 24, 1994;
61 FR 7591, Feb. 28, 1996; 61 FR 17540, Apr. 19,
1996; 61 FR 51183, Sept. 30, 1996]

§ 990.109 Projected operating income
level.

(a) Policy. PFS determines the
amount of operating subsidy for a par-

ticular PHA based in part upon a pro-
jection of the actual dwelling rental in-
come and other income for the par-
ticular PHA. The projection of dwelling
rental income is obtained by com-
puting the average monthly dwelling
rental charge per unit for the PHA, and
projecting this amount for the Re-
quested Budget Year by applying an
upward trend factor (subject to updat-
ing) of 3 percent, and multiplying this
amount by the Projected Occupancy
Percentage for the Requested Budget
Year. Nondwelling income is projected
by the PHA subject to adjustment by
HUD. There are special provisions for
projection of dwelling rental income
for new projects.

(b) Computation of projected average
monthly dwelling rental income. The pro-
jected average monthly dwelling rental
income per unit for the PHA is com-
puted as follows:

(1)(i) Average monthly dwelling rental
charge per unit. The dollar amount of
the average monthly dwelling rental
charge per unit shall be computed on
the basis of the total dwelling rental
charges (total of the adjusted rent roll
amounts) for all Project Units, as
shown on the Tenant Rent Rolls which
the PHA is required to maintain, for
the first day of the month which is six
months prior to the first day of the Re-
quested Budget Year, except that if a
change in the total of the Rent Rolls
has occurred in a subsequent month
which is prior to the beginning of the
Requested Budget Year and prior to
the submission of the Requested Budg-
et Year calculation of operating sub-
sidy eligibility, the PHA shall use the
latest changed Rent Roll for the pur-
pose of the computation. This aggre-
gate dollar amount shall be divided by
the number of occupied dwelling units
as of the same date.

(ii) The Rent Roll used for calcu-
lating the projected operating income
level will not reflect decreases result-
ing from the HA’s implementation of
an optional earned income exclusion
authorized by the definition of ‘‘annual
income’’ in 24 CFR 913.106(d). But see
§ 990.116 for the earned income incen-
tive adjustment.

(2) Three percent increase. The average
monthly dwelling rental charge per
unit, computed under paragraph (b)(1)
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of this section, is increased by 3 per-
cent to obtain the projected average
monthly dwelling rental charge per
unit of the HA for the Requested Budg-
et Year, except that for the shorter of
Federal Fiscal Years 1996 through 1998
or the period during which HUD has an
operating subsidy shortfall, no increase
factor will be used.

(3) Projected Occupancy Percentage.
The PHA shall determine its projected
percentage of occupancy for all Project
Units (Projected Occupancy Percent-
age), as follows:

(i) General. Using actual occupancy
data collected before the start of the
budget year as a beginning point, the
PHA will develop estimates for its Re-
quested Budget Year (RBY) of: how
many units the PHA will have avail-
able for occupancy; how many of the
available units will be occupied and
how many will be vacant, and what the
average occupancy percentage will be
for the RBY. The conditions under
which the RBY occupancy percentage
will be used as the projected occupancy
percentage for purposes of determining
operating subsidy eligibility are de-
scribed below.

(ii) High Occupancy PHA—No Adjust-
ments Necessary. If the PHA’s RBY Oc-
cupancy Percentage, calculated in ac-
cordance with § 990.117, is equal to or
greater than 97%, the PHA’s Projected
Occupancy Percentage is 97%. If the
PHA’s RBY Occupancy Percentage is
less than 97%, but the PHA dem-
onstrates that it will have an average
of five or fewer vacant units in the re-
quested budget year, the PHA will use
its RBY Occupancy Percentage as its
projected occupancy percentage.

(iii) Adjustments in Determining Occu-
pancy. If the PHA’s RBY Occupancy
Percentage is less than 97% and the
PHA has more than 5 vacant units, the
PHA will adjust its estimate of vacant
units to exclude vacant units under-
going modernization and units that are
vacant due to circumstances and ac-
tions beyond the PHA’s control. After
making this adjustment, the PHA will
recalculate its estimated vacancy per-
centage for the RBY.

(A) High Occupancy PHA after adjust-
ment. If the recalculated vacancy per-
centage is 3% or less (or the PHA
would have five or fewer vacant units),

the PHA will use its RBY Occupancy
Percentage as its projected occupancy
percentage.

(B) Low Occupancy PHA—adjustment
for long-term vacancies. If the recal-
culated vacancy percentage is greater
than 3% (or more than 5 vacant units),
the PHA will then further adjust its
RBY Occupancy Percentage by exclud-
ing from its calculation of Unit Months
Available (UMAs), all units that have
been vacant for longer than 12 months
that are not vacant units undergoing
modernization or are not units vacant
due to circumstances and actions be-
yond the PHA’s control.

(iv) Low Occupancy PHA after all ad-
justments. A PHA that has determined
its RBY Occupancy Percentage in ac-
cordance with paragraph (b)(iii)(B) of
this section will be eligible for oper-
ating subsidy as follows:

(A) Long-term vacancies removed
from the calculation of UMAs will be
eligible to receive a reduced operating
subsidy calculated at 20% of the PHA’s
AEL.

(B) If the recalculated RBY Occu-
pancy Percentage is 97% or higher, the
PHA will use 97%.

(C) If the recalculated RBY Occu-
pancy Percentage is less than 97%, but
the vacancy rate after adjusting for va-
cant units undergoing modernization
and units that are vacant due to cir-
cumstances and actions beyond the
PHA’s control is 3% or less (or the PHA
has five or fewer vacant units), the
PHA may use its recalculated RBY Oc-
cupancy Percentage as its projected oc-
cupancy percentage.

(D) If the recalculated RBY Occu-
pancy Percentage is less than 97% and
the vacancy percentage is greater than
3% (or the PHA has more than five va-
cant units) after adjusting for vacant
units undergoing modernization and
units that are vacant due to cir-
cumstances and actions beyond the
PHA’s control, the PHA will use 97% as
its projected occupancy percentage,
but will be allowed to adjust the 97%
by the number of vacant units under-
going modernization and units that are
vacant due to circumstances and ac-
tions beyond the PHA’s control. For a
small PHA using five vacant units as
its occupancy objective for the RBY,
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the PHA will determine what percent-
age five units represents as a portion of
its units available for occupancy and
subtract that percentage from 100%.
The result will be used as the PHA’s
projected occupancy percentage, but
the PHA will be allowed to adjust the
projected occupancy percentage by va-
cant units undergoing modernization
and units that are vacant for cir-
cumstances and actions beyond the
PHA’s control.

(4) Projected average monthly dwelling
rental income. The projected occupancy
percentage under paragraph (b)(3) of
this section shall be multiplied by the
projected average monthly dwelling
rental charge under paragraph (b)(2) of
this section to obtain the projected
monthly dwelling rental income per
unit.

(c) Projected average monthly dwelling
rental charge per unit for new Projects.
The projected average monthly dwell-
ing rental charge for new Projects
which were not available for occupancy
during the budget year prior to the Re-
quested Budget Year and which will
reach the End of the Initial Operating
Period (EIOP) within the first nine
months of the Requested Budget Year,
shall be calculated as follows:

(1) If the PHA has another Project or
Projects under management which are
comparable in terms of elderly and
nonelderly tenant composition, the
PHA shall use the projected average
monthly dwelling rental charge for
such Project or Projects.

(2) If the PHA has no other Projects
which are comparable in terms of el-
derly and nonelderly tenant composi-
tion, the HUD Field Office will provide
the projected average monthly dwell-
ing rental charge for such Project or
Projects, based on comparable Projects
located in the area.

(d) Estimate of additional dwelling rent-
al income. After implementation of the
provisions of any legislation enacted or
any HUD administrative action taken
subsequent to the effective date of
these regulations, which affects rents
paid by tenants of Projects, each PHA
shall submit a revision of its calcula-
tion of operating subsidy eligibility
showing an estimate of any change in
rental income which it anticipates as
the result of the implementation of

said provisions. HUD shall have com-
plete discretion to adjust the projected
average monthly dwelling rental
charge per unit to reflect such change
or in the absence of this submission, if
HUD has knowledge of such change.
HUD also shall have complete discre-
tion to reduce or increase the oper-
ating subsidy approved for the PHA
current fiscal year in an amount equiv-
alent to the change in the rental in-
come.

(e) PHA’s estimate of income other than
dwelling rental income—(1) Investment in-
come. PHAs with an estimated average
cash balance of less than $20,000, ex-
cluding investment income earned
from a funded replacement reserve
under § 968.310(g), shall make a reason-
able estimate of investment income for
the Requested Budget Year. PHAs with
an estimated average cash balance of
$20,000 or more, excluding investment
income earned from a funded replace-
ment reserve under § 968.310(g), shall es-
timate interest on general fund invest-
ments based on the estimated average
yield for 91-day Treasury bills for the
PHA’s Requested Budget Year (yield
information will be provided by HUD).
The determination of average cash bal-
ance will allow a deduction of $10,000,
plus $10 per unit for each unit over
1,000, subject to a total maximum de-
duction of $250,000. In all cases, the es-
timated investment income amount
shall be subject to HUD approval. See
§ 990.110(b).

(2) Other Income. All PHAs shall esti-
mate Other Income based on past expe-
rience and a reasonable projection for
the Requested Budget Year, which esti-
mate shall be subject to HUD approval.

(3) Total. The estimated total amount
of income for investments and Other
Income, as approved, shall be divided
by the number of Unit Months Avail-
able to obtain a per unit per month
amount. This amount shall be added to
the projected average dwelling rental
income per unit to obtain the Pro-
jected Operating Income Level. This
amount shall not be subject to the pro-
visions regarding program income in 24
CFR 85.25.

(f) Required adjustments to estimates.
The PHA shall submit year-end adjust-
ments of projected operating income
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levels in accordance with § 990.110(b),
which covers investment income.

(Approved by the Office of Management and
Budget under control number 2577–0066.
Paragraphs (e) and (f) have been approved by
the Office of Management and Budget under
control number 2577–007)

[41 FR 55676, Dec. 21, 1976. Redesignated at 49
FR 6714, Feb. 23, 1984, and amended at 50 FR
25958, June 24, 1985; 50 FR 47375, Nov. 18, 1985;
51 FR 16840, May 7, 1986; 52 FR 29361, Aug. 6,
1987; 53 FR 8067, Mar. 11, 1988; 57 FR 5588, Feb.
14, 1992; 61 FR 7591, Feb. 28, 1996; 61 FR 17541,
Apr. 19, 1996; 61 FR 51183, Sept. 30, 1996]

EFFECTIVE DATE NOTE: At 61 FR 51183,
Sept. 30, 1996, § 990.109(b) was amended. This
section contains information collection and
recordkeeping requirements and will not be-
come effective until approval has been given
by the Office of Management and Budget.
When approval is obtained, HUD will publish
notice of the effective date in the FEDERAL
REGISTER.

§ 990.110 Adjustments.
Adjustment information submitted

to HUD under this section must be ac-
companied by an original or revised
calculation of operating subsidy eligi-
bility.

(a) Adjustment of base year expense
level—(1) Eligibility. A PHA with
projects that have been in management
for at least one full fiscal year, for
which operating subsidy is being re-
quested under the formula for the first
time, may, during its first budget year
under PFS, request HUD to increase its
Base Year Expense Level. Included in
this category are existing PHAs re-
questing subsidy for a project or
projects in operation at least one full
fiscal year under separate ACC, for
which operating subsidy has never been
paid, except for independent audit
costs. This request may be granted by
HUD, in its discretion, only where the
PHA establishes to HUD’s satisfaction
that the Base Year Expense Level com-
puted under § 990.105(a) will result in
operating subsidy at a level insuffi-
cient to support a reasonable level of
essential services. The approved in-
crease cannot exceed the lesser of the
per unit per month amount by which
the top of the Range exceeds the Base
Year Expense Level.

(2) Procedure. A PHA that is eligible
for an adjustment under paragraph
(a)(1) of this section may only make a

request for such adjustment once for
projects under a particular ACC, at the
time it submits the calculation of oper-
ating subsidy eligibility for the first
budget year under PFS. Such request
shall be submitted to the HUD Field
Office, which will review, modify as
necessary, and approve or disapprove
the request. A request under this para-
graph must include a calculation of the
amount per unit per month of re-
quested increase in the Base Year Ex-
pense Level, and must show the re-
quested increase as a percentage of the
Base Year Expense Level.

(b) Adjustments to estimated investment
income. A PHA that had an estimated
average cash balance of at least $20,000
must submit a year-end adjustment to
the estimated amount of investment
income that was used to determine
subsidy eligibility at the beginning of
the PHA’s fiscal year. The amount of
the adjustment will be the difference
between the estimate and a Target In-
vestment Income amount based on the
actual average yield on 91-day Treas-
ury bills for the PHA’s fiscal year
being adjusted and the actual average
cash balance available for investment
during the PHA’s fiscal year, computed
in accordance with HUD requirements.
HUD will provide the PHA with the ac-
tual average yield on 91-day Treasury
bills for the PHA’s fiscal year. Failure
of a PHA to submit the required ad-
justment of investment income by the
date due may, in the discretion of
HUD, result in the withholding of ap-
proval of future obligation of operating
subsidies until the adjustment is re-
ceived.

(c) Adjustments to Utilities Expense
Level. A PHA receiving operating sub-
sidy under § 990.104, excluding those
PHAs that receive operating subsidy
solely for independent audit
(§ 990.108(a)), must submit a year-end
adjustment regarding the Utility Ex-
pense Level approved for operating sub-
sidy eligibility purposes. This adjust-
ment, which will compare the actual
utility expense and consumption for
the PHA fiscal year to the estimates
used for subsidy eligibility purposes,
shall be submitted on forms prescribed
by HUD. This request shall be sub-
mitted to the HUD Field Office by a
deadline established by HUD, which
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